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3. Optimal Weights- A Mixed Modelling Bayes-Stein Shrinkage Approach  
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4. Estimates of Bayes-Stein Shrunk Equity Investment Optimal Weights and 
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5.  Determinants of Equity Home Bias  
#'&+!%%&&%$ !'  &!#'&!$%!!' &$%  !)!$
!&$%
&&%&)%!!%$(  &$  !%!$%!!' &$%
 !) )$&$ !$!&$%&%&$!$)!$&)&!*"!$&"!%%$($%!
!%$( % !%!&% &#'&+!%%&&%!& $!&
%$  "$!'$ $ $$%% !    '$ ! ($% $)  $! & *%& 
&$&'$    )&  $ %$"&!  ! ($% &&  &$  &! !'$ % (
$$%%! 
		
 		      &$&!  !  !' &$+,% #'&+ $& )& !
#'&+$&  &% & $%"! %( %% !  !' &$+,% %&! #'&+ $&'$ % &! &!$%
& ! #'&+ $&'$ %!!)  & %  &!$ 





!' &$+*%%$&'$ %)&)!$$&*%%$&'$ % 	%($ !)!$
$&*%%$&'$ %

$% !     &+ !) !$$&!  ! $&'$ % $!%%   +  !  &$&
!$"$&%   $&  &$&!  % *"& &! "$!( !""!$&' &% !$
 &  &$ &!  "!$&!! ($%&!    &$+ $' #'&+ ! %
!)($)& $%    &$&!  $!($ !!%& !
#'&+ $&'$ % &!""!$&' &% !$  &  &$ &!  #'&+  (%& & ($%&! 
+ %+'% (%&!$%&!%&$ &(!%& (%& &!""!$&' &%
  &!    $%   #'&+ ! %  '% !    *"& %" $&! %"
&)  #'&+ ! %       &$&!  ! &%& &% +"!&%% )  '









  (% #.4-318 )$).28-#1!3)# 1)2* 1%&%12 3. 4-2823%,!3)# 1)2* .1 1)2* 3(!3 )2
4-#.11%+!3%$ 3. 3(% '+."!+ &)-!-#)!+ ,!1*%3 1)2* %5)-% !-$  %15.2  !%+% !-$
-'(%+"1%#(3 	- )-#1%!2% )- #.4-318 )$).28-#1!3)# 1)2* 1%24+32 )- ! $%#1%!2%)- 3(%
1%341-1)2*1!3).!33(%&)1,%04)381%341-2.41#%+%5%+#%,.'+4%3!+	
.-2%04%-3+8
$.,%23)# )-5%23.12 2%%* )-3%1-!3).-!+ $)5%12)&)#!3).- .//.134-)3)%2 +%!$)-' 3. ! $%#1%!2% )-
(.,%")!2.6%5%1!3 3(%2!,% 3),%&.1%)'- )-5%23.12 3%-$ 3.$%#1%!2% 3(%)1%7/.241%"8
)-5%23)-' !3 (.,% 6()#( +%!$2 3. !- )-#1%!2% )- (.,% ")!2 (% -%3%&&%#3 .& #.4-318
)$).28-#1!3)#.-(.,%")!2)2$%3%1,)-%$"!2%$.-6(%3(%13(%&.1,%1%&&%#3$.,)-!3%23(%
+!33%1 .1 5)#%5%12! .4-318 )$).28-#1!3)# 1)2* )2 #!/341%$ 3(1.4'( 3(% 5!1)!-#%2 .& 3(%
















"%33%1 )-5%23,%-3 .//.134-)3)%2 %5)-% !-$  %15.2  (% )-#1%!2)-' ,!1*%3
$%5%+./,%-3,!*%23(%+.#!+%04)38,!1*%3,.1%!331!#3)5%3.&.1%)'-)-5%23.126()#(,!8












	,-0#$02-1$$2'$$%%$"2-%&*-! *%(, ,"( *"0(1(1-,$/3(27'-+$





'$ 13++ 07 12 2(12("1  ,# 2'$ # 2  1-30"$1 %-0 2'$ $6.* , 2-07 4 0( !*$1  0$ .0-4(#$# (,
..$,#(6  !*$1 	  ,# 
 '$ +$ ,  ,# 12 ,# 0# #$4( 2(-,1 -% 4 0( !*$1 0$4$ *
13!12 ,2( *4 0( 2(-,1 "0-11"-3,20($1

5.1 The Model Specification  
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5.2 Robustness of Results 
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